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Clinton Township School District

P.O. Box 6, Annandale, NJ 08801
(908) 268-5414

January 23, 2019

The Honorable President and Members of
the Board of Education

Clinton Township School District

County of Hunterdon, New Jersey

Dear Board Members:

The comprehensive annual financial report of the Clinton Township School District (the "District") for the fiscal year
ended June 30, 2018, is hereby submitted. Responsibility for both the accuracy of the data and completeness and
fairness of the presentation, including all disclosures, rests with the management of the Board of Education (the
"Board"). To the best of our knowledge and belief, the data presented in this report is accurate in all material respects
and is reported in a manner designed to present fairly the basic financial statements and results of operations of the
District. All disclosures necessary to enable the reader to gain an understanding of the District's financial activities
have been included.

The comprehensive annual financial report is presented in four sections: introductory, financial, statistical and single
audit. The introductory section includes this transmittal letter, the District’s organizational chart and a list of principal
officials. The financial section includes the Independent Auditors’ Report, the management’s discussion and analysis,
the basic financial statements and notes providing an overview of the District’s financial position and operating
results, and supplementary schedules providing detailed budgetary information. The statistical section includes
selected financial and demographic information, generally presented on a multi-year basis. The District is required to
undergo an annual single audit in conformity with the provisions of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and New
Jersey’s OMB Circular 15-08, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid.
Information related to this single audit, including the auditors' reports on internal control and compliance with
applicable laws, regulations, contracts and grants along with findings and questioned costs, are included in the single
audit section of this report.

1) REPORTING ENTITY AND ITS SERVICES: The Township of Clinton School District is an independent
reporting entity within the criteria adopted by the Governmental Accounting Standards Board (“GASB”) in
codification section 2100. All funds of the District are included in this report. The Clinton Township School District
and all its schools constitute the District's reporting entity.

The District provides a full range of educational services appropriate to grade levels Pre-K through 8. ( The District
completed the 2017-2018 fiscal year with an average daily enrollment of 1,178 students.

2) ECONOMIC CONDITIONS AND OUTLOOK: Nationwide the economy is strong, but Clinton Township has
been on the short side of a migration of jobs towards urban areas, such as New York City. Office building vacancies
continue to proliferate in the Hunterdon County area due to this migration. Parents are marrying later in life and
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having fewer children, and this is a development throughout the State of New Jersey. The District has experienced a
25% reduction in enrollment over the last 12 years. The most recent District Demographic Study conducted in
August 2014 forecasted the decline and shows the decline continuing through the 2018-2019 school year.

3) MAJOR INITIATIVES: The 2017/2018 school year focused on student achievement and the district progress
towards the educational needs of the 21 century learner through professional development for staff and alignment of
curriculum across all grade levels. Cross-curricular lessons and integration of technology were implemented to
accomplish this goal. Teacher and principal evaluations focused on the use of the online Teachscape system.
Technology initiatives included the use of GoogleDocs and purchase of Chromebooks for students to support online
assessment.

4) INTERNAL ACCOUNTING CONTROLS: Management of the District is responsible for establishing and
maintaining an internal control system designed to ensure that the assets of the District are protected from loss, theft
or misuse and to ensure that adequate accounting data is compiled to allow for the preparation of financial statements
in conformity with generally accepted accounting principles (GAAP). The internal control system is designed to
provide reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance
recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of
costs and benefits requires estimates and judgments by management.

As a recipient of federal and state awards, the District also is responsible for ensuring that an adequate internal control
system is in place to ensure compliance with applicable laws and regulations related to those programs. This internal
control system is also subject to periodic evaluation by the District's management.

As part of the District's single audit described earlier, tests are made to determine the adequacy of the internal control
system, including that portion related to major federal and state award programs, as well as to determine that the
District has complied with applicable laws, regulations, contracts and grants.

5) BUDGETARY CONTROLS: In addition to internal accounting controls, the District maintains budgetary controls.
The objective of these budgetary controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by a vote of the Board of Education. Annual appropriated budgets are adopted for the
general fund, the special revenue fund and the debt service fund. Project length budgets are approved for the capital
improvements accounted for in the capital projects fund. The final budget amount as amended for the fiscal year is
reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a line item basis. Open
encumbrances at year-end are either canceled or are included as re-appropriations of fund balance in the subsequent
year. Those amounts to be re-appropriated are reported as fund balance restrictions, commitments and assignments at
June 30, 2018.

6) ACCOUNTING SYSTEM AND REPORTS: The District's accounting records reflect generally accepted
accounting principles as promulgated by the GASB. The accounting system of the District is organized on the basis
of funds. These funds are explained in "Notes to the Basic Financial Statements", Note 1.

7) CASH MANAGEMENT: The investment policy of the District is guided in large part by state statute as detailed in
"Notes to the Basic Financial Statements", Note 3. The District has adopted a cash management plan which requires it
to deposit public funds in public depositories protected from loss under the provisions of the Governmental Unit

Page 2



The Honorable President and Members of
the Board of Education

Clinton Township School District

Page 3

January 23, 2019

Deposit Protection Act ("GUDPA"). GUDPA was enacted in 1970 to protect governmental units from a loss of funds
on deposit with a failed banking institution in New Jersey. The law requires governmental units to deposit public
funds only in public depositories located in New Jersey, where the funds are secured in accordance with the Act.

8) RISK MANAGEMENT: The Board carries various forms of insurance, including, but not limited to, general
liability, excess liability, automobile liability and comprehensive/collision, hazard and theft insurance on property and
contents, and fidelity bonds. Insurance coverage was carried in the amounts as detailed on Exhibit J-20, Insurance
Schedule contained in the District's CAFR.

9) OTHER INFORMATION: Independent Audit — State statutes require an annual audit by independent certified
public accountants or registered municipal accountants. The accounting firm of Nisivoccia LLP, CPAs, was selected
by the Board. In addition to meeting the requirements set forth in state statutes, the audit also was designed to meet
the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and New Jersey’s OMB Circular 15-08, Single Audit Policy
for Recipients of Federal Grants, State Grants and State Aid. The Auditors’ Report on the basic financial statements
and specific required supplementary information are included in the financial section of this report. The Auditors’
Reports related specifically to the single audit and Government Auditing Standards are included in the single audit
section of this report.

10) ACKNOWLEDGMENTS: We would like to express our appreciation to the members of the Clinton Township
School Board for their concern in providing fiscal accountability to the citizens and taxpayers of the school district
and thereby contributing their full support to the development and maintenance of our financial operation. The
preparation of this report could not have been accomplished without the efficient and dedicated services of our
financial and accounting staff.

Respectfully submitted,

Michele Cone Michael Fatkowkst —
Superintendent of Schools Business Administrator/Board Secretary
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Independent Auditors' Report

The Honorable President and Members
of the Board of Education

Clinton Township School District
County of Hunterdon, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Board of Education of the Clinton Township
School District (the “District”) in the County of Hunterdon, as of and for the fiscal year ended June 30, 2018, and the
related notes to the financial statements, which collectively comprise the District’s basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America, the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States,
and audit requirements as prescribed by the Office of School Finance, Department of Education, State of New Jersey.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the District’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Www.nisivoccia.com
Independent Member of BKR International
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- Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Board of Education of the Clinton Township School District in the County of
Hunterdon, as of June 30, 2018, and the respective changes in financial position and, where applicable, cash flows
thereof for the fiscal year then ended in accordance with accounting principles generally accepted in the United States
of America.

Emphasis of Matter

As discussed in Note 18 to the basic financial statements, the District implemented Governmental Accounting
Standards Board (“GASB”) Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other than Pensions, during the fiscal year ended June 30, 2018. Our opinions are not modified with respect to this
matter.

Other Matters

The financial statements of the District as of June 30, 2017 were audited by other auditors whose report dated
November 15, 2017 expressed an unmodified opinion on those statements.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, which follows this report, the pension and post-retirement benefit schedules in Exhibits L-1 through L-5
and the related notes and the budgetary comparison information in Exhibits C-1 through C-3 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District’s basic financial statements. The accompanying supplementary information such as the combining and
individual non-major fund financial statements and the schedules of expenditures of federal and state awards, as
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards; and New Jersey’s OMB Circular 15-08, Single Audit Policy
for Recipients of Federal Grants, State Grants and State Aid, and the other information, such as the introductory and
statistical section are also presented for purposes of additional analysis and are not a required part of the basic
financial statements.
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The accompanying supplementary schedules such as the combining and individual non-major fund financial
statements and the schedules of expenditures of federal and state awards are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the supplementary schedules and the schedules of expenditures of
federal and state awards are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

The accompanying other information such as the introductory and statistical sections has not been subjected to the
auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 23, 2019 on our
consideration of the District’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the District’s
internal control over financial reporting and compliance.

Mount Arlington, New Jersey NISIVOCCIA LLP
January 23, 2019

A el

eidi A. Wohlleb
Licensed Public School Accountant #2140
Certified Public Accountant
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CLINTON TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018
(UNAUDITED)

This section of Clinton Township School District’s annual financial report presents its discussion and analysis of the
District’s financial performance during the fiscal year ending June 30, 2018. Please read it in conjunction with the
transmittal letter at the front of this report and the District’s financial statements, which immediately follow this
section.

Overview of the Financial Statements

This annual report consists of three parts: management’s discussion and analysis (this section), the basic financial
statements, and required supplementary information. The basic financial statements include two kinds of statements
that present different views of the District:

o The first two statements are District-wide financial statements that provide both short-term and long-term
information about the District’s overall financial status.

® The remaining statements are fund financial statements that focus on individual parts of the District, reporting
the District’s operations in more detail than the District-wide statements.

o The governmental funds statements tell how basic services such as regular and special education were
financed in the short-term as well as what remains for future spending.

e  Proprietary funds statements offer short- and long-term financial information about the activities the District
operates like a business, such as food service.

e Fiduciary funds statements provide information about the financial relationships in which the District acts
solely as a trustee or agent for the benefit of others.

The financial statements also include notes that explain some of the information in the statements and provide more

sdetailed data. The statements are followed by a section of required supplementary information that further explains
and supports the financial statements with a comparison of the District’s budget for the year. Figure A-1 shows how
the various parts of this annual report are arranged and related to one another.

Figure A-1
Organization of Clinton Township School District’s Financial Report
Management's Basic Required
Discussion and Financial Supplementary
Analysis Statements Information
District-Wide Fund Notes to the
Financial Statements Financial Statements Financial Statements
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Figure A-2 summarizes the major features of the District’s financial statements, including the portion of the District’s
activities they cover and the types of information they contain.

CLINTON TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

(UNAUDITED)

The remainder of this overview section of

management’s discussion and analysis highlights that structure and contents of each of the statements.

Figure A-2 Major Features of the District-Wide and Fund Financial Statements
Fund Financial Statements
District-Wide Governmental Funds Proprietary Fiduciary
Statements Funds Funds
Entire District The activities of the Activities the Instances in which
(except fiduciary | District that are District operates the District
Scope funds) not proprietary or similar to private administers
fiduciary, such as businesses: food resources on behalf
special education services of someone else,
and building such as scholarship
maintenance programs and
student activities
e Statementof | e Balance sheet e Statementofnet |e Statement of
net position e Statement of position fiduciary net
Required e Statement of revenue, e Statement of position
Financial activities expenditures, and revenue, e Statement of
Statements changes in fund expenses, and changes in
balances changes in net fiduciary net
position position
e Statement of cash
flows
Accrual Modified accrual Accrual accounting Accrual accounting
Accounting accounting and accounting and current | and economic and economic
Basis and economic financial resources resources focus resources focus
Measurement resources focus focus
Focus )
All assets and Generally assets All assets and All assets and
liabilities, both expected to be used up | liabilities, both liabilities, both
Type of financial and and liabilities that financial and capital, | short-term and
Asset/Liability capital, short-term | come due during the short-term and long-term; funds do
Information and long-term year or soon thereafter; | long-term not currently contain
no capital assets or capital assets,
long-term liabilities although they can
included
All revenue and Revenue for which All revenue and All additions and
expenses during cash is received during | expenses during the deductions during
Type of the year, or soon after the end of | year, regardless of the year, regardless
Inflow/Outflow | regardless of when | the year; expenditures | when cash is received | of when cash is
Information cash is received or | when goods or services | or paid received or paid

paid

have been received and
the related liability is
due and payable
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CLINTON TOWNSHIP SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018
(UNAUDITED)

District-wide Statements

The District-wide statements report information about the District as a whole using accounting methods similar to
those used by private-sector companies. The statement of net position includes all of the District’s assets, deferred
inflows and outflows, and liabilities. All of the current year’s revenue and expenses are accounted for in the
statement of activities regardless of when cash is received or paid.

The two District-wide statements report the District’s net position and how they have changed. Net position — the
difference between the District’s assets, deferred inflows and outflows, and liabilities — is one way to measure the
District’s financial health or position.

e Over time, increases or decreases in the District’s net position are an indicator of whet